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Contact: Charles Keegan, UM Bureau of Business and Economic Research, (406) 243-5113.
UM RESEARCHER: LUMBER PRODUCTION,
EMPLOYMENT LESS THAN EXPECTED
MISSOULA —
Despite substantial price increases, lumber production and employment at Montana’s
mills increased only slightly during the first quarter of 2004 compared to the last quarter of
2003, according to Charles Keegan, director of forest industry research at The University of
Montana Bureau of Business and Economic Research.
Keegan said this performance was disappointing considering that lumber prices
increased more than 25 percent from low levels in the first half of 2003 and Montana mills
have considerable idle capacity, which could allow them to boost production immediately.
Beginning in August 2003, prices began to increase because of a number of factors
including:
■ continuing high domestic lumber consumption, with low mortgage rates encouraging
builders and buyers,
■ a weaker U.S. dollar,
■ increased demand in other countries
■ and orders by the federal government for reconstruction in Afghanistan and Iraq.
Despite these occurrences, Montana’s lumber production increased only 3 percent in
the first quarter of 2004 to 252 million board feet, up from 245 million board feet produced in
-more-
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the fourth quarter of 2003.
Keegan does not expect dramatic increases in employment or output through the second
quarter of 2004, even though there have been price increases through much of the second
quarter.
He attributes the weak response in lumber production primarily to limited log
availability. Low prices in early 2003, and last summer’s fires, left many mills short of logs as
prices improved. He said court decisions also have prevented logging on some of Montana’s
national forests, and there have been delays in timber projects in part because of adjustments to
new forest management directions and legislation. In addition, wet weather - especially in
May —reduced logging activity.
Production employment in Montana’s forest products industry was 3,659 in the last
quarter of 2003, but increased to 3,721 in the first quarter of 2004. Production wages were
close to $34 million in the first quarter of 2004, up about 4 percent from the previous quarter.
These figures refer only to Montana production workers at timber processing facilities
and plants processing wood fiber residue from timber processing facilities. Production workers
account for about 40 percent of the workers in Montana’s forest products industry. Estimates
do not include the several thousand workers in logging, trucking and other related jobs.
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